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SUBJECT:RESPONSE TO CANADIAN COMPENSATION OFFER FOR GOC 
TEXTILE RESTRICTIONS 

REETEL: OTTAWA 5938 

GENEVA PASS MICHAEL SMITH 

1. STR (POMERANZ) CALLED IN CANADIAN EMBASSY OFEICIAL 
(HALLIDAY) AND TRANSMITTED EOLLOWING LETTER: 

QUOTE: 

DEAR MR. HALLIDAY: 

THE UNITED STATES WISHES TO INFORM THE GOVERNMENT OF CANADA 
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THAT WE HAVE REVIEWED THE COMPENSATION OFFER MADE TO THE 
UNITED STATES IN OTTAWA ON JULY 7. WE HAVE CONFIRMED THE 
TENTATIVE CONCLUSION OF THE DELEGATION THAT THE CANADIAN 
OFFER FALLS SHORT OF THE QUALITY OF COMPENSATION TO WHICH 
THE UNITED STATES IS ENTITLED AS A RESULT OF THE TEXTILE 
AND APPAREL RESTRICTIONS IMPOSED BY THE GOVERNMENT OF CANADA. 
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THE CANADIAN DELEGATION INDICATED THAT IN THE EVENT OF SUCH 
A FINAL CONCLUSION IT WOULD WISH TO RETURN TO MINISTERS FOR 
FURTHER CONSIDERATION OF THIS MATTER. SHOULD THIS CONTINUE 
TO BE THE WISH OF THE GOVERNMENT OF CANADA, WE ARE PRE- 
PARED TO WITHHOLD EURTHER ACTION FOR SUCH TIME (WHICH WE 
UNDERSTAND WILL BE APPROXIMATELY THE END OF THIS WEEK) AS 
THE GOVERNMENT OF CANADA MAY REQUIRE FOR THIS PURPOSE. 
SINCERELY, MORTON POMERANZ END QUOTE 

2. IN ADDITION TO TRANSMITTING LETTER, POMERANZ REITERATED 
U.S. DESIRE TO RESOLVE PROBLEM WITHOUT RESORTING TO RETALI- 
ATION. HE UNDERLINED THE NEED FOR MORE QUALITATIVE OFFER, 
FROM CANADIANS. THE OFFER MUST OPTICALLY REFLECT SOME 
QUALITATIVE INCREASE. 

3. POMERANZ REPEATED SUGGESTION MADE IN OTTAWA THAT 
INCREASED CUTS IN AD VALOREM COMPONENTS OF DUTIES ON FABRICS, 
INCLUDED IN CANADIAN OFFER, WOULD MAKE OFFER MORE ACCEPT- 
ABLE TO U.S. HE ALSO INDICATED THAT IN THE U.S. VIEW SUCH 

CUTS WOULD HAVE LITTLE ADVERSE AFFECT ON CANADIAN INDUSTRY. 
POMERANZ CONCLUDED BY STATING THAT U.S. IS NOT WEDDED TO 
THOSE PARTICULAR ITEMS IN CANADIAN OFFER AND WOULD CON- 
SIDER ANY ALTERNATIVES CANADA WOULD SUGGEST. 

4. HALLIDAY DID NOT GIVE ANY REACTION TO LETTER OR COMMENTS 
BUT STATED THAT HE WOULD TRANSMIT INFORMATION TO CANADA 
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IMMEDIATELY. VANCE 
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